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s

.Estimate of MC/AC

Berry and Carr (1973) 2 0.84 - 0.96

Kuenne (1972) 3 0.65 - 0.91

Lave, Lave and Silverman (1972) 4 0.68

Evans and Walker (1972) 5 0.80 0.90

Evans (1971) 6 0.76 0.86

Lave and Lave (1970a) 7 0.40 0.65

Lave sand Lave (1970b) 8 0.58 - 0.68

Cohen (1970) 9 0.67

Francisco (1970) 10 0.73 - 0.87

2 Ralph E. Berry, Jr. and John W. Carr, Jr., "Efficiency in the Production of
Hospital Services," unpublished paper (June 1973).

3 Robert E. Kuenne, "Average Sectorial Cost Functions in a Group of New
Jersey Hospitals," Research Monograph 2,1 (Princeton University: General
Economic Systems Project, October 1972).

4 Judith Lave, Lester Lave and Larry Silverman, "Hospital Cost Estimation
-Controlling For Case Mix," unpublished paper (1972). •

5 Robert Evans and H. Walker, "Information Theory and the Analysis of Hospital
Cost Structure," Canadian Journal of Economics,  Vol. 5 (August 1972),
pp. 398-418.

6 Robert Evans, "Behavioral Cost Functions For Hospitals," Canadian Journal of 
Economics,  Vol. 4 (May 1971), pp. 198-215.

7 Judith Lave and Lester Lave, "Hospital Cost Functions," American Economic 
Review,  Vol. 6 (June 1970), pp. 379-395.

8 Judith Lave and Lester Lave, "Estimated Cost Functions for Pennsylvania
Hospitals," Inquiry,  Vol. 7 (June 1970), pp. 3-14.

9 Harold Cohen, "Hospital Cost Curves With Emphasis On Measuring Patient Care
Output," in Herbert Klarman (ed.), Empirical Studies in Health Economics 
(Baltimore, Maryland: The Johns Hopkins Press 1970), pp. 279-293.

1.0 Edgar Francisco, "Analysis of Cost Variations Among Short -Term General
Hospitals," in Herbert Klarman (ed.), Empirical Studies in Health Economics 
(Baltimore, Maryland: The Johns Hopkins Press 1970), pp. 321-332.
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Additionally, all analysis conducted at a large midwestern university ownedhospital found that variable and fixed costs were 65 and 35 percent respectively.

• • Even though heterogeneous, all of the estimates provided above are in.excess of the variable cost allowance provided for in the proposed regulations.The nature of the variability across studies (based upon different subsets ofhospitals) and type of control variables employed within each study (case mix,size, utilization, etc.) appears to indicate that the proportion of costs thatare fixed and variable are specific to an individual hospital at a given timedepending upon the nature of the product produced, the scale of production,the percent of capacity at which the institution is operating and the methodemployed to finance capital facilities.

Given these observations (and elaborating on recommendations (3) and (4)noted previously) it is reasonable to suggest that increased flexibility beprovided to different hospitals operating under different circumstances andconstraints. In line with the aforementioned comments this could be accom-plished in either or both of two ways. First, we urge that the corridor withinwhich hospitals are allowed the full allowable amount expense/charge increase(107.5 percent of the previous- year's base) be widened to a zone encompassingincreases in admissions less than +5.0 percent to decreases in admissions less.than -5.0 percent. Second, the regulations should be altered to recognize morereasonable specifications of variable costs consistent with empirical evidenceand operational realities. The Association urges that for. increases in admis-sions in excess of +5.0 percent, variable cost be defined as sixty percent ofaverage cost. This figure is consistent with empirical findings and takesaccount of the fact that variable costs increase proportionately greater thanadmissions when occupancy increases. On the other hand, for decreases inadmissions greater than -5.0 percent, fixed cost should be defined as eightypercent of average cost. This allowance takes adequate account of the factthat significant declines in occupancy, over the short run, in no way reducesgross expenditures as an adequate capacity must be maintained to meet the
demands for service when occupancy increases. The adoption of these recommenda-tions are particularly critical to teaching - tertiary care institutions asvariable (marginal) costs are a large proportion of average cost given marginalincreases in increasingly complex and hence high expense admissions.

OUTPATIENT SERVICES. The proposed regulations provide that outpatient
-cost and prices may increase by no more than six percent as determinedby either an individual unit or an aggregated weighted calculation (in those
cost centerswhere outpatient services account for at least seventy percent of
total billed charges or costs). Furthermore, the regulations provide that where
outpatient services are reimbursed at cost, the six percent allowable increase
(per occasion of service) is to be applied to each class of purchaser considered
individually. '

Teaching hospitals have served as the leader in developing new modes of
providing ambulatory care and expanding the delivery of such services to
increasingly broader population groups. For example, the outpatient departments
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of many teaching hospitals are serving as the base for the development of
faily practice clinics and co7)rehensive aF.hulatory care centers. Addition-
ally, te-aching hospitals have led the .:ay in the transferranee of many medical
procedures., from an inpatient to an outpatient base. Creation of new modes of
aC3ulatory care, provision generally entails an increasing intensity of the
amount and .nature of the tare provided per occasion of .service (e.g.,
comprehensive farlily care versus episodic treatwent), such developments are
penalized under the proposed regulations. The transferrance of procedures
provided on an inpatient basis to those provided on an outpatient basis would
entail the conversion of a relatively low cost inpatient admission to a
relatively high costoutpatient visit, engaging in such action drastically
heightens the probability of non compliance for both outpatient and inpatient
activities. Therefore, the Association urges that the allowable rate of
expenditure and revenue per occasion of service increase be raised so that it
is at least equal - to the rate of increase provided for expense and revenue
per inpatient admission (9.0 percent) -- see recommendation (10). Additionally,
we recommend that the class of purchaser provision (§150.518(c)) be struck from
the regulations when formally adopted -- see recommendation (11).

As evidenced above the Association of American Medical Colleges has deep
concern and substantial reservations regarding the Phase IV regulations as they
are presently proposed. Indeed, we are convinced that the proposed regulations •

•will erode the ability of the nation's teaching hospitals to translate the
results of biomedical research and development into effective diagnostic and
therapeutic procedures, and to serve as the locus .for the provision of intensive

0 and complex tertiary care services. The Association stands ready to elaborate
upon specific observations and/or recommendations presented in this letter.

•

Sincerely,

JOHN A. D. COOPER, M.D.
President
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DISTINGUISHED SERVICE MEMBERS 

At the COD Annual Meeting the following persons were
nominated by the Council for Distinguished Service Member-
ship in the AAMC. The election process requires an affirma-
tive vote of the Assembly upon recommendation of the Executive
Council,

Carleton B. Chapman, M.D.
Robert J. Glaser, M.D.
John R. Hogness, M.D.
Robert B. Howard, M.D.
William N. Hubbard, Jr., M.D.
Thomas H. Hunter, M.D.
Robert Marston, M.D.
David Rogers, M.D.
Charles C. Sprague, M.D.
Robert S. Stone, M.D.

By way of background, the following, previously elected
Senior Members are now by virtue of the Assembly action in
November, Distinguished Service Members.

William G. Anylan, M.D.
Peter P. Bosomworth, M.D.
Kenneth R. Crispell, M.D.
Merlin K. DuVal, M.D.
George T. Harrell, M.D.
Philip R. Lee, M.D.
Manson Meads, M.D.
Richard R. Overman, M.D..
John W. Patterson, M.D.
Robert D. Sparks, M.D.

108



REPORTING STATE LEVEL DEVELOPMENTS

The role of the states in the support and regulation of medical

education, while previously quite substantial, may become in-

creasingly more significant with the administration's avowed

intention to seek a diminished role. Other factors reinforce
this conclusion: the states are showing balanced budgets and

budget surpluses; revenue sharing will provide additional un-

earmarked funds; the VA medical schools programs will require a

state level initiative; the FMG problem and the fifth pathway

have generated substantial local political pressures; the N.Y.

Board of Regents is seeking a doubling of the enrollment in all

of the N.Y. schools--public and private; several state legisla-

tures are seeking devices to increase the retention of local

graduates and to influence their selection and practice location;

at least one legislature has sought to determine the departmental

structure and curriculum content of the medical schools; several

states are providing explicit support for house staff salaries0

and educational costs.

While the schools within a state are undoubtedly sufficiently cog-
-00 nizant of these developments, it is unlikely that others are.

Because legislators and state officials exchange information,

however, it is probable that developments in one state will in-

fluence and stand as precedents which others may follow. It may,

therefore, be of value to the AAMC constituents to have a means

for sharing such information on a regular basis.

The AAMC has explored several approaches to this end. There are

several reporting services with stringers in each state capital

capable of providing the needed information. This approach appears
O infeasible however, because 1) the service would cost many thousands

O of dollars, 2) the reported material would be of such volume that-..,u it would require substantial staff to sift it for relevant material,u
O and 3) at this distance the judgments of relevance and/or impact
u
u•would be quite difficult to make.

O• A second approach which seems to be feasible would be to request

• •that at least one school within each state designate a person to
5

report significant developments to the AAMC which would in turn

compile and disseminate the information to its members. While au
8 school would gain little benefit from its own efforts directly, its

return would come from the information provided by the other schools.

Other approaches may be possible.

Questions: Does the AAMC have a valid role in this matter?

Is it appropriate to ask this effort of the schools?

Is this an appropriate expenditure of AAMC resources?

In short, should the AAMC proceed to develop an approach to eliciting

and reporting state activity? If so, what should be the configuration

of its efforts?
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AAMC Committee on Health Manpower

Report

Introduction

The Executive Council appointed the AAMC Committee on Health Manpower

to develop an Association response in view- of the approaching expiration

on June 30, 1974, of the various authorities in the Comprehensive Health

Manpower Training Act of 1971, the basic legislation dealing with federal

support of health professions education.

The members of the committee who participated in its activities were Jul
ius

R. Krevans, M.D., Dean, University of California-San Francisco Scho
ol of

Medicine; Merlin K. DuVal, M.D., Vice President for Health Sciences, The

University of Arizona College of Medicine; David R. Hawkins, M.D., Chair
man,

Department of Psychiatry, University of Virginia School of Medicine;

Morton D. Bogdonoff, M.D., Chairman, Department of Medicine, The Abra
ham

Lincoln School of Medicine; Sidney Lewine, Director, Mount Sinai Hospi
tal of

Cleveland; John C. Bartlett, Ph.D., Associate Dean for Health Affai
rs .and

Planning, University of Texas Medical School-Houston; Hugh E. Hilli
ard,

Vice President for Finance and Treasurer, Emory University School 
of Medicine;

and Bernard W. Nelson, M.D., Associate Dean for Medical- Educatio
n, Stanford

University School of Medicine. Dr. Krevans served as Chairman of the

committee.

In authorizing appointment of the committee, the Executive Counc
il

charged it with reviewing the expiring authorities of the Compre
hensive

Health Manpower Training Act of 1971 and with recommending to th
e Executive

Council appropriate modifications which the Association should s
upport in

working with Executive and Legislative officials on the extension o
f the

expiring authorities. In its work, the committee reviewed the pr
esent federal

health professions education assistance programs, the progress t
o date of the

AAMC Committee on the Financing of Medical Education, and the
 provisions of

known legislative proposals on health professions education a
ssistance. The

committee agreed to certain principles which should underlie the
 federal role

in health professions education and developed a ss't of rec
ommendations based

on those principles.

This report sets out the committee's principles and recomm
endations and

provides some additional explanatory material the committee 
considered useful

in understanding fully its positions.

Principles 

The AAMC Committee on Health Manpower believes the followi
ng principles

should guide the federal role in health professions educat
ion.

There should be --

1. Stable, continuing, fiscally responsible federal support f
or medical



schools' educational activities, special projects and initiatives,
 student

assistance, and capital expenses;

2. First-dollar capitation support of the undergraduate educational

activities of the medical schools;

3. Project-grant support for special projects and initiatives refl
ecting

national priorities and special emphasis fields;

4. Direct loans and scholarships to help meet student financial ne
eds,

with options for voluntary participation in loan forgiveness pr
ograms or

service-obligation scholarship programs; and

5. Grants and loan guarantees with interest subsidies to meet p
4ysical

plant replacement needs and to develop or expand new types of f
acilities such

as ambulatory care facilities.

Recommendations

The AAMC 'Committee on Health Manpower recommends that legi
slation embodying

'those principles should be developed that provides fiscally
 responsible

levels of funding in line with overall national priorities
 and that encourages

prudent institutional planning over a five-year period begin
ning July 1, 1974.

The committee's specific recommendations follow, grouped u
nder headings

of institutional support, special projects, student assis
tance and capital

support:

Institutional support 

1. Delete the present capitation formula for schools of medicine,

osteopathy, and dentistry and substitute a new formula of $6,000 p
er student

per year, with half of the $6,000 tied to meeting certain condi
tions: $1,000

per student per year for increasing first-year enrollment by th
e greater of

5 percent or 10 students; $1,000 per student per year for devel
oping or

supporting programs emphasizing the teaching of primary care in am
bulatory

settings; $1,000 per student per year for developing or supporting
 model

health care delivery systems in shortage areas.

2. Provide the capitation support as an entitlement with no separate

authorization of appropriations.

3. Delete present provisions on enrollment bonus students.

4. Delete the present enrollment increase requirement.

5. Retain, the present maintenalice of effort provisions.

6. Delete the present provisions requiring a plan of action in certain

areas as a condition of obtaining capitation support.

7. Extend unchanged the present programs of start-up and conversion

.assistance..

8. Extend unchanged the present program of financial distress grants

and authorize appropriations of $10 million per year (fiscal 1974 level).
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Special projects and initiatives 

1. Delete the following present programs: special projects, health

manpower education initiative awards, grants to hospitals for family medicine

training, capitation grants for graduate training in certain specialties,

grants for health professions teacher training, and grants for computer

technology health care demonstrations.

2. Substitute for those programs a new, consolidated program of special

initiative awards under which the HEW Secretary could award grants and

contracts for carrying out projects in three broad areas: (1) health professions

education development; (2) special national emphasis programs; and (3) health ,

care practice and the use of health care personnel.

3. Authorize the appropriation of such sums as may be necessary, and •

provide that appropriated funds are to remain available until expended.

Student assistance

1. Increase the present $3,500 loan ceiling to $4,500 per student per

year.

2. Delete the present loan forgiveness formula and substitute a new

formula providing 100 percent forgiveness for two years' service in a designated

area.

3. Authorize appropriations of $70-$75-$80-$85-$90 million (15,000 students

currently aided at $4,500 per year, plus growth of need for loans).

4. Delete the loan program for U.S. students abroad.

5. Increase the present $3,500 health professions scholarship ceiling to

$4,500 per student per year.

6. Delete the present entitlement formula and substitute a new formula

of $4,000 times the greater of one-tenth the number of full-time students or
 the

number of students from low-income backgrounds.

7. Delete the health professions scholarship program for U.S. students

abroad.

8. Increase the present $5,000 physician .shortage area scholarship ceiling

to $6,000 per student per year.

9. Delete the present shortage-area service requirement and substitute a

new service requirement of two years in a designated area regardless of the

time support was received.

10. Authorize appropriations of $13.5 million per year (5-percent student

participation).
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Capital support 

1. Authorize appropriations, for medical schools alone, of $200 million

per year, and provide that appropriated funds are to remain available until

expended. Participation of other schools will raise the fu
nding level.

2. Delete the enrollment increase requirement.

3. Extend unchanged the present loan guarantee and interest subsidy program,

including the present appropriations limitation for interest subsidies of

$24 million.

Commentary 

The AAMC Committee on Health Manpower believes there is an appropriat
e

role for the federal government in helping to meet some of the costs of

.undergraduate medical education. Undergraduate medical education is 
composed

of interacting elements integral to.a unified process leading 
to the M.D.

degree. The elements of this process are the instructional acti
vities

covering the imparting of disciplinary and interdisciplinary subje
ct matter

through. lectures, seminars and laboratory exercise; participation 
in the

care and management of patients; and training in research methods 
for the

solution of problems in health. The cost of the elements is high, 
and in

..the past has been shared by the federal government, state and
 local governments,

medical schools themselves through tuition and endowment income, p
rivate

. foundations and ,WIP.rs. The federal role has been justified because of 
the

national mobility of physicians and because of an underallocati
on of resources

to medical education by the private sector. In seeking an ap
propriate federal

share, the committee agrees with the report of the Senate Commi
ttee on Labor and

Public Welfare, accompanying the Comprehensive Health Manpower Tra
ining Act

, of 1971: "The bill ... entitles each educational institutio
n to an award

intended to cover approximately one-third of the average per-stude
nt educational

costs incurred nationally by such institutions .... The costs of 
research and the
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costs of patient care are integral to per-student costs of the institution.

And . . they shall be included in the calculation of costs for the purpose of

applying for their entitlement grant."

The AAMC Committee on Health Manpower believes there is a federal interest

in the financial viability of medical schools as institutions, in equalizing

financial opportunities for medical education, and in carrying out certain

nationally determined speciel projects for which medical schools are particul
arly

well suited.

• Institutional support 

Beginning with the White House Conference on Aging during the midyears

of the Eisenhower Administration and continuing to the present, there is
 a

growing agreement that access to health care is a right. This is a
 concept

that has been endorsed by important political figures of both p
arties in both

the House and the Senate; it was included as part of President Nix
on's health

message to Congress in February 1971; and it was a main theme of a
 White Paper

issued by the Department of Health, Education and Welfare in 19
71: Towards a

•
Comprehensive Health Policy for the 1970s. This concept carries

 with it

implications which are crucial to understanding the federal role i
n

support of the. undergraduate medical education activities of me
dical schools.

There is no way in which the right of access to adequate hea
lth care

can be claimed or delivered without trained health personnel. 
Since the public

has a claim for access to adequate health care, it must follow 
then that the

public has a legitimate interest in sustaining the productio
n of health

personnel. Because of the setting in which education in the health
 professions

is conducted, the educational expense is necessarily a joint produ
ct. This fact



means that the expenses of the environment of a health professions education

are the integrated expenses of instruction, research and medical service. This

is so because health professionals are educated in an academic environment,

by the research and devlopment arm of the medical profession, some would say,

rather than undergoing an apprenticeship process in which they are educated

directly- by practicing physicians.

.Recognizing the issues of joint costs, the federal. government in 1971 pu
t in place

a program which called for- direct support of the education act
ivities of health

professions schools through a capitation grant. Through this device, the

government acknowledged the legitimate public interest in the continuity 
and

integrity of health Professions educational institutions. The capi
tation grants

have enabled the schools to respond to the need for increased numbers
 of

health professionals. In doing so, the schools have expanded their 
facilities

•and have made commitments to new faculty and new programs which 
now must be

sustained if the objectives are to be achieved. In addition, through t
he

device of capitation, the government recognized the value of the establishmen
t

of a creative partnership between itself and the academic health c
enter's for the

purpose of permitting leverage through which national purposes could b
e

achieved.

The recommendations of the AAMC Committee on Health Manpower th
at

capitation support be extended for five years, that the level of c
apitation

be set at $6,000 per student per year, that capitation be an 
entitlement, and

that half of the capitation be tied to complying with certain conditions

are based on the following factors:
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I. The: $6,000-per-student-per-year capitation level corresponds with

approximately one-third of the average of the annual cost per student for the

elements of instruction, research and medical service at 12 schools studied

by the AAMC Committee on the Financing of Medical Education. Further,

. adjusting the present $2,500-per-student-per-year capitation level, which was

sbased on .1969-70 data, for rising costs projected to the midpoint of a five-year

.program of support also approaches $6,000 per student per year, when allowances, •

,are made also for rising research and medical service costs. Significantly

increased capitation levels are needed also to help offset declines in other

-c7s support, such as research training and the practice income from clinical faculty.

-c7s0
sD, The Committee wishes to point out that while a $6,000 capitation level mayQ.)

0 appear significantly higher than the present $2,500 level, the $6,000 level,0

• 

is only modestly increased over the level recommended in 1971 by the

Association when the present legislation was under consideration. The $2,500

• level is •one determined by the Congress. The Association's 1971 capitation
0

0 recommendation was $5,000, which,if adjusted upward for rising costs, stands

at $6,000 in current dollars.

2. Converting the program to an entitlement and extending it for five

years act together to encourage rational institutional planning, based on the5

program's continuity and predictability of support. With short-lived programs

8
and fluctuating support levels, rational institutional planning is impossible.

* 3. Coupling a portion of the capitation support to compliance with

certain conditions acknowledges the schools' responsibility to contributing

to improvements in the nation's health care while recognizing the additional

costs associated with such projects. The responsibility of the schools goes
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beyond mere numbers of M.D. graduates; it includes t
he kinds of training

experiences available for medical students and t
he kinds of health care

delivery systems being developed to provide nee
ded health services. In terms

on manpower, for example, in the 10 years sin
ce federal aid to health professions

schools was initiated, the number of schools has
 increased from 87 to 114;

enrollment has increased from 32,001 to 47,259; 
and graduates have increased

from 7,336 to 10,000 per year. The AAMC Commit
tee on Health Manpower is

confident that record can be repeated under it
s proposed capitation system

for developing new kinds of physicians an
d improved methods of delivery.

• Special projects and initiatives 

There is a useful. role for the project-grant
 approach to financing

selected activities in health professions school
s. This approach recognizes

the incremental cost to the school of such a
 project and clearly separates

the financial support for the project from the.
 general pool of financial

support for the basic undergraduate medical ed
ucation program. Special projects

serve as a vehicle for the health profession
s schools to participate in

constructive change in the interest of improving the health and health

professions education of the nation. Competiti
ve rather than formula awards

strengthen the entire health professions educa
tion system by ensuring

heterogeneity; homogeneity would produce rig
idity and resistence to any

. change.. Competitive awards also allow resea
rch and demonstrations without

total system involvement.

A problem with the current programs is th
at they have proliferated over

time into an almost unintelligible patchw
ork of authorities whose complexities

-.p.o.s.e problems for both applicants and administrators. The AAMC Committee

-on:HealthMaripower-.Education therefore proposes a simplified p
rogram of

special initiative awards which would permit the 
federal government to select
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its own priority projects, the institutions or combina
tions of institutions

to carry them out, and the levels of funding at which th
e government wished

to support its priority projects. For this reason, the
 AAMC Committee did not

recommend any specific levels of funding, although the A
AMC is prepared to

work with others in determining appropriate levels.

Student assistance

The Association of American Medical Colleges is commit
ted to the goal .that

there should be equality of opportunity for students wishing to attend

. medical school. A major barrier denying equal oppo
rtunity is the high cost

of medical education that-must be borne directly 
by the student. The existing

health professions education assistance legislati
on traces its origin to student

aid programs designed specifically to assist the soc
ioeconomically disadvantaged

student in entering medical school. The health prof
essions loan program and

the health professions scholarship program have c
onstituted a major source

of student aid for medical students. Since their 
implementation, the medical

.profession has been enriched by the addition of 
students with a greater

diversity of socioeconomic backgrounds.

:During the past five years, American medical schools
 have made substantial

progress in improving the representation of min
ority. groups in medical school

programs. The enrollment of minority groups in 
the fall of 1973 is 7.4 percent

of the first-year enrollment. The AAMC has adop
ted a goal of 12-percent minority

representation in entering classes by September 1
975. The AAMC reiterates its

:belief as as did the AAMC Task Force to the Inter-Associati
on Committee on

Expanding Educational Opportunities in Medicine f
or Blacks and Other Minority

-Students in 1970, that financial assistance in th
e form of grants and loans is a

.critical factor if these goals are to be achieve
d. Without scholarship support

r^:c ,TnalF17,7-.74 -54,M
17-7,0"elfINtc, 'tn.+
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the acutely disadvantaged are forced to borrow sums of mone
y that may exceed

the earnings of the entire family. Many are persuaded 
that the risk of such a

debt is too greaefor them to take -- an assessment frequ
ently reinforced by

the family's experience with past debts

Equally fundamentally, an emphasis on loans focuses student
 attention

on the future earningsof the physician. Thus it would be predict
able that

the student's interest in earning large sums of money would
 be reinforced

by his need to borrow large sums. as a studept. This is not 
a desirable

characteristic to be sought in students; and it is detrimen
tal to the efforts

of the country to develop a physician population interest
ed in developing

modes of practice that are less costly- to the patient and to the nation.

. The AAMC believes that the success of continuing efforts to r
ecruit

individuals fromminority backgrounds into the medical prof
ession will

depend on the continuation of federally sponsored scholarsh
ip and loan

programs for medical students. In particular, scholarship f
unds are needed

to insure the representation of minority groups and the
 representation of

students from socioeconomically disadvantaged backgrounds.
. These students enter

medical school with large debts incurred during their under
graduate years.

These debts, coupled with the debts incurred during medic
al school, make it

commonplace for a student to leave medical school with 
debts of $15,000 or

higher.

It has been suggested that educational debts of a 
medical student could

be forgiven in return for practice in designated areas
 or that scholarships

should be made available on condition that the rec
ipient later practice in a

designated area. The AAMC has no objection to this appr
oach, provided that it

is offered as an alternative to a non-obligatory ass
istance program and provided

further that participation is voluntary.

_ F".”," , - • ^ • •
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There is a great diversity of talent and ability among the socioeconomically

disadvantaged, and these skills and abilities should be matched with the

. diversity of opportunity in medicine. The Association does not believe that

a loan program that indentures a student to a particular form or area of

practice is consistent with the goal of achieving equality of

:educational opportunity. Many of the proposals for the forgiveness of debt

. for practice in underserved areas restrict the participant to a fixed professional

pathway. Over the long term, the Association does not believe that such an

approach will attract to the profession the diversity of talent needed to

. meet society's needs. The Association believes there is a role for different

and multiple approaches tb.the problem of financing the student costs of

. medical education.

The debt of students entering medical school is. growing rapidly and

is commonly underestimated. The Association believes that a limit on the amount

of debt assumed by a student to meet the expense of attending college and

medical school is reasonable. Excessive debt will reinforce the trend toward

higher physician income. The Association believes it is only logical for

. physicians to focus their attention on higher fees if the government endorses

the view that the future earnings of physicians should serve as the source

of 'funds for repayment of educational expenses.

loan guarantees as a sole source of debt financing of health professions

education are Unacceptable, although they may be offered in addition to a

program of direct loans. A loan guarantee program, subject to the vagaries of

the Money Market, removes from the educational institution all judgment

concerning the individuals to whom loans are made, as well as the amount

yt
loaned, and places such judgment in the banks.



The AAMC Committee on Realth Manpower recommends increasing the health

professions loan and scholarship ceilings in recognition of rising medical

student expenses, now, estimated at between $4,000 and $5,000 per student

per year. The shortage areascholarship ceiling was raised in an effort to

make the program more attractive. Service periods were stabilized at two

years to equalize the burden of service to participating students and to

provide a uniform period of career interruption, intended to facilitate

improved career planning.
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• Capital, support 

The appropriateness of a federal role in the construction and maint
enance

of medical school facilities parallels the federal role in the supp
ort of

undergraduate medical education. And, as in the case of undergra
duate medical

education, the cost of capital expansion also is shared by the
 federal government,

..,,:state and local government, the institution itself, and v
arious private and

other outside sources.

The recommendations of the AAMC Committee on Health Manpowe
r include

continued grant support because teaching facilities are 
inherently cost-generating

.rather than income-producing. As a result, income from t
he operation of such

facilities can not be used to amortize the cest of the faci
lity. Thus debt

financing for such facilities is totally inappropriate. 'At the 
same time,

other types of facilities, such as ambulatory care centers, 
are potentially

income-generating, and thus could produce funds which cou
ld be applied to

offset debt financing. For that reason, the committee also recommended

continuing the program of loan.guarantees and interest subs
idies. The

committee's recommended funding levels are based on a professi
onal judgment

of an appropriate federal share of the cost of maintaining 
the existing

physical plant of the schools, plus an allowance for new const
ruction of

ambulatory care facilities needed for the expanding number of pr
imary care

programs being established by academic health centers.


